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BEFORE THE PUBLIC::' UTlL1TIES') COMMISsiON') OF" THE::' 'STATE': OF CALIFORNIA 
; ~f:'~ ;':~:.:.\. ~~-:~"" ':: ~ ~.:!;:, .'::''::' 2 

OP"INION ..... -~----
Southern California Edison Company (Edi8~n) r~quest8 

~o~~~~~c ~o ~~z~~Z 

&uthori1:y. under Public Utilities .JPU) Code ~c.tiotls .g, 6. tbi-ough 
:~,"., ~:-:~ ~/:"'~~~'j:'" .. ,::"':-::':"'~".J:::.~' .. " ~>~-.~; ;:CI~'~';~~" ~:',:~~',~+~Z ,~~:.:::.:.~o:. ~:;.::~': _ 

S18; .. and 851. for 'i:7.le following:,., . ,. 
" '~~,':~~.: .. ::' ""::" _:-:c;~~=~;~~ S·,;;''; ... :'::''': :,0::: ::;:·~:I~.j :: . .\'.0 'IJ .. ~o~=:,;~; .... <:;:c;:=~ .:;=~ 

1. To issue. sell. and deliver to ,the City of, 
Farmins.ton (City). New Kexico:;)·~.::or~<moreJ':, =.'7,::c::::,:,.; 

.~rie"~o~ .1~~,Fi~~,t -,~d:, _Refund~tlg: ~~r~gag~. 
Bonds-'·(BOnds),.' debentures·.- -notes. ~andl-or .... "-
other ,evidences of indebtedness (referred 
'to collectfvery· ali :New ~Kex!eO::~llldeo.t-e<sn:es·sr:..:. ;:.' ~ ':;:: ,~:: 
in an aggregate principal amount of up to , 
$200.000.000 or. in the alternative. to::~~!":'~·':::·:':: .-:~):;",~ 
guarantee unconditionally the City's 
obligations in respect to" its debt; 
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2. To .ell to the C1t:Y:'·Edtaou;~~a:.r':sharec'of. ;;': ..... , ~;:;:~ ::c~:;::.::: !:.<: 
certain acquired or constructed: £a'c'tl1."tfes--' 

,":' ';': l<)Ca-t,ed~~ at the:: Four: Cor:ner.s::Generat~ng:~:;,:: :::;:.~':' ::~,::::>:.::,;:: 
Station in N~ Mexico; 

.f •• ,.. ... , ............... , ,,.. _...... • .<"".r ... .., '""",.,........ _ . .. _ .' 
3. To execute and' de11vei~one:'orl"~o're-:.:~ ~~;~.;:~;;':;::~:;.~:~~::; 

supplemental indentur:e.~;-.antr .. ~,. :,,;: '..,:~'- -:. :-I""~"'---::,_.::: ,~'::" ,:: 
" ,." ... ..- ......" -, .........' -' .' "'.,; !IIi ........ ~ '.......... 'Ito' ... ...,......- ,,-.. .... ..,.; -
, ~ .... ~ ~ to • ~. 

4. To exempt the iss~e and .... ii~:;Q-f .. ,the~'N~w:~~.'~)'~<.: _~:c'~~ ~~ 
Mex1co Indebtedne88 froiD:~a.e,~Comm;i:s81on"s::-: ~;,;'''' ~,:~,~~.~ 
competitive biddi~g 'req,u:trem'ent8-~,.X,,:,;' - .' ". ;~::,:. ~~\O"~ :::::'~~,,; 

• ,~. .. ... ' - .. :~ - - • • .... j' ..., ...... "";' .. ~;:."''''' V'-r .. I"':' ..,. l~> _< ~,"\,o' ( I 
- "'~,~ "~l.,~--- ....... o,\r .. ""'~"'--1"" .... o\· .... "*V·· 

In this application .. : Edi8otl.;~~~gh;~~~~~o~,!~~~~~~~~~c·';;';: 

engat~: i~-~::.d;~l>:~ "di.~~~t7 'form; of.- £in~~~·t ;",~~ if~ie::d~~~~~i~ed;~~h? 
• ~ . - ..... •.. ........ ....- ....... - "'" ...... _,..J ....... _ ...... ..., .• _ .~"P' _"" __ "... .... ~ .............. _ __ t • .,. ____ .. 

"I :"':"",,,:"" .i''l. -,. ~-, .""';. .... ~~;.' 0- H. ft·· '~~ : ...... of*,."..,!)? ;"'0 
financing was advaneageou8. H?we~~~ .. ;~1~~~~;t~~a~~;~y;~~:~;c 

1982 .. Edison withdrew its req~.t :i~~~~~~~~Fk~~Ej~~e;~~~~;~;'~~ 
~ _ .. ·,,.,. ...... -- ... -.r·~~ .;.,..~,..;...,·j;C l·.\.' .. • .. ~ ~"-I"'.,. ......... r.-.~ _)_t-'Pll, 

legt.laeion proposed by the ~ted~~~e~~~!~~~p~~~~t~~t~:~~e 

.. 

~" 

• 

Treasury Department announced '~n May 3~. 19'82 t~~~::!~=~~a~ ~~~~~i~ • 
legislation whiCh would eliminate many of the tax benefits of dee~ 

di8count financing. 
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Edison, a California corporation" operates as a public 

utility under the jurisdiction of this Commission. Edison engages 

primarily in the business. of generating, purchasing" transmttting" 

distributing,. and selling. electric energy in portions of central 
, 

and southern California. 

For the 12 months ended December 31" 1981 It Edison 

reported it generated total operating revenues of $4,054,356,000 

and net income of $489',,912,000 shown as part of Exhibit.A attached 

to the application. 

Edison's Balance Sheet as of December 31 It 19S1 also shown 

as part of Exhibit A is summarized as follows~ 

Assets Amount 

Net Utility Plant 
Other Property and Investments' -, Net 
Current Assets 
Deferred Debts 

Total 

Liabilities and Equity 

Common Equity 
Preferred Stock 
Long-Term Debt 
Current Liabilities 
Reserves and Deferred Credits 

Total 

-3-

$7 .S02~4S8 .. 000 \: 
133>.7'52,,000 ! 

1 .. 042 .. 7'6,2 ... 000: 
49",5-71 ,,000 : 

$,8.728:,543.000 

$2,,9'63.' 08.000 
875,&Og·,000· 

3,444,,080 .. 000 
1 ,,086.916-,000 

353-" 6,31 ,,000 

$8:.728:.543 .. 000 
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Summary of Past and Proposed Transactions 

In Decision (D.) 933,19 dated July 22 J 198' in Application 

(A.) 60652 J we authorized Edison to enter into a ,pollution control 

financing transaction with the City. Edison J 1.mder the authority 

granted by D.933'9,. consumated a pollution control, finaneing in 

order to defray the cost to Edison of facilities for the control of 

sulfur dioxide pollution at Units 4 and 5 of the Four Corners 

Generating Station in San Juan County, New Mexico. The financing 

was structured in the following manner. 

On February 4J 1982J the City issued $176'J8'OOJOOO 

principal amount of Pollution Control Revenue Bond's (City's Bonds) 

to provide funds for the acquisition and construction of the 

pollution control facilities'. As a means of establishing the 

respective legal obligations of Edison and the City and of satisfy

ing requirements of applicable New Mexico lawJ an Installment Sales 

Agreement was entered into between Edison and the City. The 

Installment Sales Agreement provided that the City's Bonds would be 

used (by the City) to purchase the existing portion of the 

pollution control facilities and' to construct the remainder of the 

facilities. Edison conveyed its interest in the facilities to the 

City under the Installment Sales Agreement. Also under the 

Ins tallment Sales Agreement, the Ci ty reconveyed' the facil it ies to' 

Edison. In payment of the purchase price for the reconveyance of 

-4-
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~e fa:el1.tt:l:e.,:: ~EdiaOn lAUeQ,~:the' C!ey $!1;,7:&~OO:;OOOI':p~:t"Detl'&l~'::::":> 

amount::of;::ttli Fi-rae 'and:ttefundtng'::Mor'tgage Bond' .. ~~Se~1:ea::~P,.;:::Due~-::: 

1935-.:: The purpo·s4r.of -these tr&n~ctlona:: 1s for the: C1ty,2~::;i: •• ue:~7. 

its taX-exempt ::Oonda to .. obt&in%funda::: to:; pay; the-::coat,!:~of ;:.the~.r: ~::' ;::.~~.: 

pollution control facilities. and for Edisoncrto tBsue01ts21udeb;ed:-= 

ness to ,~.the':'Clty,;as securltyvfor thelp.yment ;of2the'!cttY'~a Bonds. 

In:: sUmmary;' ~.the~Cl ty.~i.ora1a1:Dg:;money at.: tax.;.exempt::::rate!S!)ancl:;::~j"'::'Z 

loaning ~ it ,,:. to-: Edtson~at-:.. the~, .• ame~ rates, .. ::: ::0:' :::u:' =:.;:.:. 0 S' :::: ~:::: ':):) :::~c,~ 

" ~:- ~ .".:: The~. Clty·~ .• :, Bonda::.were is.ued: wi,th::>.&-;:three-year=m&~r,i~.;:.~ 

to take advantage of lower short-t:erm-; interea·t':: rates .::: .. ·Ed18on and~.:: 

the CIty presently propose:..~ ~ o_~':~2.;.T~£'QDdiDg':<tran.act'iOn:-::.to:.: 
, . 

proVide" moneys:. ,to~ retire~ \'the::C1 ty! s: .Bonda :ehroughl:.the ·1a'auance of 

long-temi : debt:. ,,::' I.e;· :is:) ~ tictpa ted):that:: this: .ref~dlng: '.trausa-et.iorc 

will be carried:'out .i,n:·.;essentia:l:ly ,the:-:"same-:'JI&llDe:r,:;:&'S .the:-:.o.r:ig1~]z 

.? pollution control financing... The.. ~.C1ty :wi-ll::~i~·s:ue ,:.~llew. s4!r:1:e .• ::..of~)C 

long-term pollution control reve.~: .bond.~<C:Ref~d:1.~ .~.n<i .. ) -'£.t: ~nd~ 

• 

-. '. ,--~."",-... - .... - ' .. ----
&~new.~~lntal:lmen~::·Sa:le~: A&r.e,emene~; the:fa~il:1:t,1:e.s: ~~l:l ~be: conveyed 

once 'agam~ :to~: the ·CI·ty:-~::,coD.:1:d~rat:ion:; f~r):ehe:. ~n<$;:.pr~e~ci.8;~.a~~) 

then the facililitiea will agaIn be reconveyed: ::.to,.Ed:i~so.l1? iU)c~-;!:l;;~b 

con8ideration:, for::: the i.aauance :of'::B4lsozt'~a: Raw: :MeXieo·;h4ebtedn ••• ----,,---

depoa i"teci" d.n::;trua.t::un~U-: ::auc:h, .:t1me. a.,~th~ :'or1s1-n~: C1:ty.t a ~~~.)!.a'X:e 

:ret:tre(t..at:.:maturi;;ty.,)~-:.At;-::the . .:tille:l()f .the.:re~:i:x:emen,t;.=:Ed:i;~.X1 ~a,':!Jboc: 

....;5-



A.. 82-02-27 RB:./"IJ.JII ABM/WPSC'* 

original: ,ASu.ies ':SSP: -=.Bond's: ~l:l:, be-~ ~ea:ueel.'1.ed·.;: ::Xhe: ::ef f~t: :of: ~e: :.):-~: 

refunding 2trausaet1oD;:-i;. to,:'.,ub&t'it.~te:':the.;..ci;,ty.·8';:n~ l'Ong~t:erm·.::c·=:~~ 

Refunding-:Bonds for the Ctty!:&;-ortgtnal: ahort-term·::bonda: ancr toe'::\? ~ 

aubat1tute=a::new,:·aertes of.:;:Ed,t8on,~:.::New;},Mex1eo Indebtedness.-for th~ 
. , 

, ': "::<:. On;:;Marc1l:37~,:" 982:-;~{F.dison provfded~the Comm,:l:s81on;!-8o~ ~::;:,:: 

Revenue (":'Requ1 rements::Di vision wi th:::-thel follow1ng:de8eript~on.(:)of :;the 

Four Corners Pollution Control:::'Fae11tt1e8~:eon.1atingZof:::a=li .. e";;ofc': 

par,t1cipants·,~ 1n- cons.truct1on of:: the units~:: and::: the'cty:pe'::of financing 

used~1f;',lcnown. to" Ediao9'l~r,u " £ol·lowa-"" ~.~ - .... "~ ,- ~',... ",., .. , - -, ,'. ,'\r. ~\-:.~' 0'" 
" - ..... ~~... .. .... ·~ ..... r _ ...... <JIt __ • _., ~0,""'-"''''''.\o. .... .;J _0#"10".'"" -" 

Four: Cornera., PollutioU::·Con.trol,,) F&ei11ties:;~,:,.~c,:::· .,:: :",':,';;' ::;-::.:' ','= ;::' ':':-:: .. .. '.. .. .. 

• 

, :..: ,.: ~';.,~ Xhe acidi,tion:.of :pol:lution; .coll:.tr,ol:J-£&ci·l1tie.·:&.to~the:; Fourc: • 

Corners,; Genera.ting·,; Sa t1on:: ia::',;uucfer: %Ul.:es: :adopted:C by. :th~ New:oMexfco 

EDv1ronmen,t&l. ,lmprovemen.t:.Boarc,i:;. '< ne:: :rule'! ~8eu :forth;;" .a-::-; .::;.,::, '...,IC :.::. .:·;.t 

t'\_-::'" 'L .. _ -~ '-"'9·0-1. ' ., ~ ~;;.: ,..I·-'t' ... ~'~~ ~emloJ'Cr·· ~I ,.' -, QO+ c:omp.L oWIoUee ua,. e.:;,; ¥ 

'General- n.e·.'crt ptlon*::.o:fJ;the: ~Fa:e~,:-l:i:.t'1es:'::- ~: :::;: -: .:.:) .";;,:-~. :; ;,.: -~ ~~~s ::-::: ',i: - :)":".l. 

:~::' .:' . / :.',:: The ·faCt 1;;t,t:re'a: -c'on. is't: of: !var:tou.t', ays.te'ina:~:-:1DaCh;tllei.-y;-:;;:.and 

equipment):-at~llnresi J+,):anct--=s: &t:::,~t~;'p;lant':whi'ch(lIay :be: gen~ly ':.>::':;":c' 

,," ,~, '.~ ~ .. , : ::,:'·Sulfur.J.Dioxide:..: Remov&lXSy.stem.;..:;;~1:he .ulf~ dioX1de):;'~ ;:.:::0::

removal:- .i .. tem~ ,:r~'::cle.1:gIied::, to ''remove' .ulfur> :d'toxide:":'emis:s:1oDa} <'from: 

':f1:ue: ;, .. ~. ',' 'l'h1a> aya:tem: -::tnclildea.:. ver.d.e:a];;- ;,'8pra.y.:.tower: :absor.ber: ~'! o'=' ~·o 

modules =w1't:li~m1s·t::-':el!m:!tU'tor8,. :"Ume~'::81akerlt' :anct ,othe~ :.l:ime-hancn-tllS 

• 
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facilities. a thickening and polymer system~ a secondary dewatering 

and sludge stabilization system.. sludge and ash transport 

facilities. and related mixers. tanks~ pipes. pumps. silos~ ducts .. 

and. structures. The system also includ'es mechanical.. electrical .. 

instrumentation and control systems .. and a new stack to permit the 

operation of the system in accordance with environmental 

requirements. 

Participants in the New Mexico Pollution Control Fa~ilities 

Participants 

Percent 
Share Of 

Facilities 

Edison 48% 
Arizona. Public 

Service 15% 
Public Service of 

New Mexico 13 
Salt River Project 10 
El Paso Electric 7 
'tucson Electric 7 

Total TUUl: 

Financing 
Amoun:t Terms 

(Millions) 

3 years 

3 years 

Not Available 
Not Available 
Not Availab,le 
27.0 40 years 

NOTE: (*) Amount includes ,facilities at Units 1 • 2. 
and 3 in addition to Units 4 and' 5 .. 
Facilities costs ;?r othe'r participants 
reflect Units 4 and 5 only. 

Edison is not a participant in Units 1. 2 .. and 3 as these 

were built prior to Edison's becoming involved in this 

construction. Edison is a participant in Units 4 and >,. will own 

48% of the plant, and will provide 48% of the pollution control 

financing. • 

-7-
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Edison is in£ormed~ believes~ and alleges that 

substantially all of the proceeds from the issuance of the City's 

Refunding Bonds will be used to refund the City's tax-exempt 

Pollution Control Bonds. It is expected' that the interest payable 

on Edison's New Mexico Indebtedness will be exempt from all present 

federal income taxes and state taxes under ex.isting. statutes~ 

regulations. court decisions. and rulings. 

Since the interes,t payable on the City's RefUl,1ding Bonds 

is anticipated to be exempt from present federal income taxes. 

Edison'S Bonds will be sold at an annual interest rate 

substantially less than would be realized if Edison were to issue 

and sell taxable debt obligations. In order for Edison to' take 

advantage of the favorable interest rates applicable to the City's 

Refunding Bonds~ Edison must issue its New Mexico Indebtedness to 

the City. The full amount of the interest rate savings will be 

passed on to Edison and its ratepayers. 

Requested Exemption from the Commission's Competitive Bidding Rule 

Edison seeks an order of this Commission granting an 

exemption of the proposed issue and sale of the New Mexico 

Indebtedness from the Commission's competitive bidding rule 

established by D.38614 dated January 15. 1946 in Case 4761. as 

amended by D.49941 and D.75556,. These decisions contemplate that 

-8-
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under appropriate circumstances the Commission will not require 

competitive bidding. Edison believes that the reasons set forth 

below are compelling and justify the issuance by the Commission of 

an order granting this exemption. 

Because of the statutory structure of pollution control 

financing mechanisms of the City., competitive bidding for Edison's 

New Mexico Indebtedness is not possible. '!he Commission has 

previously recognized this unique method" of financing by issuing. 

decisions exempting pollution-control-related debt issues from' the' 

competitive bidding requirements of the Commission., including 

Edison's 0.83022 da.ted June 25~ 1974 in A.54888; D .. 92412 d"a'ted 

November 18. 1980 in A.59966; D.93319 da.ted July 22,. 1931 in 

A.60652; and Pacific Gas and Electric Company's (PG&E"s) D.92118-

dated August 19, 1980 in A.59803. Edison believes that the 

application of the Commission's competitive bidding requirements 

would preclude it from taking advantage of the benefits provided by 

this type of financing and would not be in the best interests of 

Edison or its ratepayers. Edison anticipates that the New Mexico 

Indebtedness could be sold at least 200 basis points below that of· 

the normal market. 

Given the nature and structure of the New M~ieo 

statutory pollution control financing mechanism and~ the benefits to 

be gained from participating in this financing activity. the 

-9-
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Commission t s Revenue Requirements Division is. of the opinion that 

Edison must issue and sell the indebtedness to the City. There

fore~ the application of the Commission's competitive bidding 

requirements would not. in this proceeding. be in the best interest 

of Edison or its ratepayers as it would' not operate in a manner to 

allow Edison's sale of the indebtedness at the most favorable 

available cost of money. Our position is' consistent with D.92118 

dated August 19~ 1980 in A.59803 (PG&E). relating to po;lution 

control financing by California utilities. 

Edison's capital ratios as of December 31. 1981 are 

shown below as recorded and adjusted to give effect to the 

transactions that follow: 

December 31. 198'1 Pro Forma 

Long-Term Debt 48'.1~ 48'.2% 
Preferred/Preference 

Stock 11 .8 11 .. 4 
Common !qui ty 40.1 40.4 

Total 100.0% 100.0% 

1. The proposed issuance of up to $200 ~OOO .000 
of pollution control First and Refunding 
Mortgage Bonds. debentures,. notes. and/or 
other Evidences of New Mexico Indebtedness; 

2. The proposed sale of 5,.000,.000 shares of 
Common Stock. $8-1/3, par value,. at an 
assumed price of $28,.00 per share (D.93677 
dated November 3,. , 981 in A.609'26);. 

3. The issuance and sale of 539.525 shares of 
Common Stock~ $8-1/3 par value,. issued on 
February 1.198:2 under Edison's Dividend 
Reinvestment and Stock Purchase Plan 
(0.91434 dated March 18. 1980 in A.5944'); 

-10-
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4. The issuance and sale of 47~601 shares of 
Common Stock. $8-1/3 par value~ issued 
under Edison's Employee Stock Ownership 
Plan on February 1" 1982 (D. 91198: dated 
January 8" 1980 in A.59295); 

5. The issuance of 3,.933 shares of COUlmon 
stock due to conversion of 4,,972 shares of 
Preference Stock" 5.20% Convertible Series 
(no dollar increase or decrease on the 
exchange); 

6. The" retirement of $37,,500,.000 principal 
amount of First and' Refunding Mortgage 
Bonds,. Series H" due February 1 5" , 982 . 
(D.54469 dated February 5,. 19'57 in A.38750) ; 
and 

7. 'I'b.e is.suance ~ sale,. and refunding of 
Edisonts First and Refunding Mortgage 
Bonds'" Series SSP-" sold on February 4" 1982 
in the aggregate principal amount of 
$176,.800,,000 from the original $200,.000,,000 
authorized (0.93319 dated July 22" 198:' in 
A.60652); Series SSP will be refunded' in 
1982 from the proceeds· received from the 
proposed issue. 

'the Commission's Revenue Requirements Division has 

reviewed Edison's application and has concluded that the proposed 

financing is necessary; however~ the Division reserves the right to 

reconsider the reasonableness' of any specific construction 

expenditure in future rate proceedings. 

Edison paid the fee required by PU Code Section 1904(b),. 

in connection With the intermediate term debt wh.ieh was issued in 

the pollution control financing authorized by D.933·' 9 dated 

July 22" , 98.1 in A.60652.. Therefore" no fe·e is required for this 

• application. 

-11-
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Findings of Fact 

1. Edison. a Cali~ornia corporation. operates under the 

jurisdiction of this Commission. 

2. !he proposed Installment Sale Agreement. requiring Edison 

to provide security for the purchasers' of the City's Refunding 

Bonds. would not be adverse to the- public interest. 

3. Edison's proposed New Mexico In?ebtedness would be for a 

proper purpose. 

4.. !he proposed sales and delivery of the acquired or 

constructed facilities would not be adverse to the pub,lic interest. 

S. The money. property ~ or labor to be procured or paid for . 

by the proposed debt securities is reasonably required for the 

purpose specified in the application. 

6. The sale of the proposed indebtedness should not be 

required to be through competitive bidding. 

7. There is no known opposition and no reason to delay 

granting the authority requested. 

Conclusions of Law 

, • A public hearing is not necessary. 

2. The app,lication should be granted to the extent set forth 

in the order wnich follows • 

-12-
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The proposed security issue is for a lawful purpose and 

the money. property. or labor to be obtained by it is required for 

this purpose. Proceeds from the se cur i ty issue may not be charged 

to operating expenses or income. 

The following order should be effective on the date of 

signature to enable Edison to proceed with the proposed financing 

expeditiously_ 

ORDER 

IT IS ORDERED that: 

1 • Southern California Edison Company (Edison) may issue. 

sell. and deliver at any time, or times after the effective date of 

this order and prior to January 15. 1985 up to· $200.000,,000 

aggregate principal amount of one or more series of its First and 

Refunding Mortgage Bond's. debentures" notes" andlor other evidences 

of indebtedness upon the terms and conditions as set forth in" or 

contemplated by" the application and the documents filed' in 

connection with these proceedings or. in the alternative. guarantee 

unconditionally obligations of the City of Farmington. New Mexico 

(City) in respect of the issuance of its debt. 

2. Edison may sell and deliver to the City the acquired or 

constructed facilities under the terms and conditions set forth in. 

or contempla'Ced by. the application • 

-13-



A. 82 -02-27 R:R/J!J.Ji/ ARM/WSC* 

3. Edison may execute and deliver one or more Supplemental 

Indentures in substantially the form attached to the application as 

Exhibi1: E. 

4. Edison shall apply the proceeds of the indebtedness 

authorized for the purpose specified in the application. 

S. Edison shall file the' reports required by General Order 

Series 24. 

-14-
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6. The applicable fee of $106~OOO set by PU Code 

Section 1904(b) having been paid in connection with D.93319 dated 

July 22. 1981 in A.60652, no additional fee is required for this 

refunding issue which will be- used to refund Edison's First and 

Refunding Mortgage Bonds, Series SSP. 

This order is effective today. 

Dated __ t1_p:._~_1_8_·~_8_2 __ , at San Francis,co~ California. 

~. 

!:-;;";..J'" "SYSON • t..., .............. ~06. A 

!'reSlccmt 
~iC~{{\a.!) D. C'RA \TELLE' 
LEO;\ARl) M. ClUMES~ ;R. 
V!CfOR CA1NO 
PrJScn.LA c. CRE'N 

~onetS 
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Decision82 05 072 MAY 181982 
BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

Application of SOUTHERN CAI..IFORNIA ) 
EDISON COMPANY for Authorization ) 
to Issue. Sell. and Deliver in one ) 
or more Series Not to Exceed ) 
$200.000.000 Aggregate Principal ) 
Amount of its First and Refunding ) 
Mortgage Bonds,.. Debentures. Notes ) 
and/or other Evidences of ) 
Indebtedness or. in the alter- ( ) 
native. Guarantee Obligations of ) 
Another in respect of the Issuance ) 
of Securities. to Execute and ~ 
Deliver one or more Supplemental ) 
Indentures. and- to Sell Utility ) 
Plant;: and for an Exemption from 
the Com~titive ~idding Require
ments of- the california Pu1:).lic -
Utilities Commission. 

OP"INI 

Application 82-02-27 
(Filed February 16.. 1982) 

Southern california Edison Com~y (Edison) requests 

authority .. under Public Utilities (PU) Code Sections 81& through 

818. and 851. for the following: 

1. To i$sue .. sell .. and deliver to ~ City of 
Farmington (City) .. New Mexico .. on~ or more 
series of its First and Refunding Mortgage 
Bonds (Bonds) .. debentures .. notes. and/or 
other evidences of indebtedness (re~erred 
to collectively as- New Mexico Indebtedness) 
in an aggregate prinCipal amount of Up to 
$200.000.000 or. in the alternative.. 0 
guarantee uneonditiona~y the City's
obligations in respect of its debt; 

'h 
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2. To sell to 'the City Edison t s share of 
certain acquired or constructed facilities 
located at the Four Corners Generating 
Station in New Mexico; 

3. To execute and deliver one or more 
supplemental indentures; and 

4. To exempt the issue and sale of the New 
Mexico Indebtedness from the Commission's 
competitive bidding requirements. 

In this application~ Edison sought authorization to 

engage in a deep discount form of financing if it detertllined such 

financing was advantageous. However. by a ~etter dated May 6~ 
1982~ Edison Withdrew its request for such ahtho~itY because of 

legislation proposed by the United States Tr\asury Department~ The 

Treasury Department announced' on May 3. 1982 that it was proposing 

legislation which would eliminate many of the \ax benefits of deep, 

discount financing. \ 

Summary of Decision . 

This decision grants Edison the authority requested' in 
,/ 

its application~ but does not include authority to· issue ~deep ~ 

discount debt securities. 

Notice of the filing of· the application app ared on the 

Commiss ion t s Daily Calendar of February 1 S" 1 982. No, \rotes ~s have 

been received • 
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the facilities,. Edison issued to the City $176,.800,.000 principal 

amount of its First and Refunding Mortgage Bonds,. Series S~p Due 

, 985. The purpose of these transactions is for the City to issue 

its tax-exempt bonds to obtain funds to pay the cost of the 

pollution control faCilities,. and for Edison to issue its indebted

ness 1:0 the Ci ty as securi ty for the payment of the Ci ty t s Bonds .. 

In summary,. the City is rais.ing. money at tax-exempt rates and 

loaning it to Edison at the same rates .. 

The City'S. Bonds were issued with a three-year maturity 

to take advantage of lower short-term interest rates.. Edison and 

the City presently propose to carry out a refunding transaction to, 

provide moneys 1:0 reHre 1:he C!1:Y' $ Bonds t~ugb. the issuance of 

long-term debt. It is anticipated that this refunding transaction 

will be carried out in es.sentially the same ma~r as the original 

pollu1:ion control financing. Ibe City will iSSU~ new series of 

long-term pollution control revenue bonds (Refunding. Bonds). Under 

a new Intallment Sales. Agreement,. the facilities wih be conveyed 

once again to the City in consideration for the bond" \roc:eed's.,. and 
. \ 

then 1:he facililities. will again be reconveyed· to Edls n in 

consideration for th,issuance of Edison t s New Mexico- In 'ebtedness 

to the City. The proceeds of the new Refunding B¢nds wi~ be 

deposited in trust until such time as the original City'sonds are 
\ 
I, 

retired at maturiey. At the time of the retirement,. Edison's 
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original Series SSP Bonds will be cancelled. The effect of the 

refunding transaction is. to substitute the City's new long ... term-

Refunding Bonds for the City's original short-term bonds. and to 

substitute a new series of Edison's New Mexico Indebtedness for the 

original Series SSP Bonds. 

On March 3~ '982~ Edison provided the Commission's 

Revenue Requirements Division with the follOwing description of the 

Four Corners. Pollution Control Facilities consisting of. a lis-t of 

participants in construction of the units and the type of financing 

used~ if known to Edison~ as follows. 

Four Corners Pollution Control Facilities 

The addition of pollution control fahilities at 

Corners Generating Station is under rules adoP~ by the 

Environmental Improvement Board.. '!he rule sets \o,rth a 

December 31 ~ 1984 compliance date .. 

General Description of the Facilities 

!he facilities consist of various 

the Four 

New-Mexico 

and 

equipment at Units 4 and 5 at the plant which. may be ~ner-allY 

described as follows: __ \ 

Sulfur Dioxide Removal System. '!he sulfur dio~de 

removal system is designed to remove sulfur dioxide emiss~ns from 

flue gas. '!his Syst~. includes vertical spray ,tower ab~orb\ 
modules with mist el1.m1.nators-~ lime slakers and other llme-ha"ndling. 

\ 
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